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CERTIFIED M A I L  

Bear Appl i c a n t  : 

We have considered your app l i ca t i on  f o r  tax-exempt s ta tus  under 
sec t ion  501(c)(3) o f  t he  I n t e rna l  Revenue Code. 

The evidence presented d isc losed t h a t  you were formed as an 
assoc ia t ion  on **********  * * * * *****  i n  * * * * ****************** * *  
***************** . 

The purpose f o r  which your assoc ia t ion  was created i s  t o  p rov ide  
the  pa id  f i l e s f i gh te r s  of your f i rehouse w i t h  the  basic 
condiments, crockery,  and other  accouterments t o  maintain a 
normal housing arrangement w i t h i n  a permanent f i rehouse. 

Your on ly  a c t i v i t y  cons is ts  of equipping t h e  l i v i n g  and k i t chen  
arrangements w i t h i n  the  f i rehouse f o r  t h e  so l e  benef i t  o f  t he  
f i r e f i g h t e r s .  

Ac~.?rd:ng t o  the f i n a n c i a l  in format ion submitted i n  the  
app l i ca t i on ,  your o n l y  support comes from membersh-ip dues. 

Sect ion 50'1(c)(3) o f  the  Codo provides, i n  pa r t ,  f o r  the  
exemption from Federal income t a x  o f  organizat ions organized and 
operated exc l us i ve l y  fo r  cha r l t ab le ,  r e l i g i o u s ,  s c i e n t i f i c  o r  
educat ional  purposes, no pa r t  o f  t he  ner earnings o f  which 
inu res  ' to .the bene f i t  of any p r i v a t e  shareholder 0.- ind.ividua1. 

I n  order t o  q u a l i f y  under I K C  501(c)(3), an organizat ion m u s t  be 
both "organized" and "operated" exc lus i ve l y  f o r  one o r  more 
purposes spec i f i ed  i n  t h a t  sect ion.  I f  t he  organizat ion f a i l s  
t o  meet e i t h e r  the  organ iza t iona l  t e s t  or t h e  operat ional  t e s t ,  
i t  i s  not  exempt. (Regs. 1 ,5Q?(c)(3)- l (a) (?)) .  The 
organ iza t iona l  t e s t  r e l a t e s  t o  t h e  r u l e s  f o r  governing an 
organ iza t ion  and t h e  purposes s ta ted  i n  i t s  a r t i c l e s  sf 
organizat ion.  The operat ion81 t e s t  r e l a t e s  t o  the  
organ iza t ion 's  a c t i v i t i e s ,  



Section 1 . 5 0 1 ( ~ ) ( 3 ) - l ( b ) ( l )  o f  the regu la t ions  provides t h a t  an 
organi ra. t ion i s  organized exc lus ive ly  f o r  one o r  more exempt: 
purposes on l y  when i t s  char ter  o r  other  c rea t ing  document 1  i rn i ts  
the  purposes 06 such organizat ion t o  one o r  more exempt purposes 
and does no t  expressly empower the  organ iza t ion  t o  engage, 
otherwise than as an - insubstant ial  p a r t  o f  i t s  ee t i v . i t i e s ,  i n  
a c t i v i t i e s  which i n  themselves are no t  i n  fur therance oS one o r  
more exempt purposes. 

Section 1 .501(~ ) (3 ) - l (b ) (4 )  o f  the Regulations s ta tes  t h a t  "an 
o r g a n i ~ a r i o ~ l  i s  nut o r g a n i z e d  exciusive- iy  f o r  one o r  more exempt 
purposes unless i t s  assets are dedicated t o  an exempt purpose. 
An organ iza t ion 's  assets w i l l  be considered dedicated r o  an 
exempt purpose, f o r  example, i f  upon d isso lu t ion ,  such assets 
would, by reason of a  p rov is ion  i n  t h e  organ iza t ion 's  a r t i c l e s  
or by opera t ion  o f  law, be d i s t r i b u t e d  f o r  one o r  more exempt 
purposes, o r  t o  the Federal government, o r  t o  a  S ta te  o r  l o c a l  
government, f o r  a  pub l i c  purpose, o r  would be d i s t r i b u t e d  by a 
cour t  t o  another organizat ion t o  be used i n  such manner as i n  
the judgment o f  the cour t  w i l l  best accomplish t he  general 
purposes f o r  which t h e  d issolved organ iza t ion  was organized. 
However, an organ iza t ion  does no t  meet the  organ iza t iona l  t e s t  
i f  i t s  art-icles or t h e  law of the  S ta te  i n  which i t  was created 
provide t h a t  i t s  assets would, upon d isso lu t ion ,  be d i s t r i b u t e d  
t o  i t s  members or  sharehslders." 

Section 1 .501 (~ ) (3 ) - l ( c ) ( l )  of the Regulations s ta tes  t h a t  if 
more than an insubs tan t ia l  p a r t  of an organ iza t ion 's  a c t i v i t i e s  
i s  no t  i n  fu r therance of exempt purposes, the organ iza t ion  w i l l  
not  be regarded as exempt. 

In B-etter Business Bureau v. U.S., 326 U.S. 279 (19451, the  
Supreme Court s ta ted t h a t  t he  presence af even a  s i ng le ,  
non-exempt purposa, if more than i nsubs tan t i a l  i n  nature, w i  11 
defeat exemption under Sect ion 501(c)(3) o f  the  Code, regardless 
o f  t he  manner o r  importance of the  t r c l y  exempt purposes. 

Sect ion 1 . 5 0 1 ( ~ ) ~ 3 ) - 1 ( d ) ( l ) ( i i )  of t h e  Regulations provides, i n  
parr,  t h a t  an organizat ion i s  not  organized o r  operared 
exe?usi.vely f o r  one o r  more of the purposes mentioned i n  sec t ion  
501(c)(3) o f  t he  Code unless i t  serves a pub l i c  r a the r  than a 
p r i v a t e  i n t e r e s t .  An organizet ien may nor be exempt i f  i t  i s  
operated f o r  the  bene f i t  of p r i v a t e  i nd i v i dua l s ,  

Section 1,5Ol(c)(3)- l (d)(2) of the  kegulet ions provides t h a t  the  - 
term " cha r i t ab l e "  inc7udes r e l i e f  o f  t h e  poor and d is t ressod,  
advancement o f  education and science and the  promotion o f  soc i a l  
wel fare designed t o  accomplish any o f  the  above purposes. 

I - 



In  Revenue Ruling 71-99, 1971-1 C.e. 151, a nonpro f i t  
organizat ion formed t o  provide food and d r ink  t o  Fireman, 
pal iceman, and other author ized personnel a t  t he  scene o f  major 
d isas ters  q u a l i f i e s  f o r  exemption under sec t ion  501(c)(3) o f  the  
Code. 

Unl i ke  t he  organizat ion descr-ibed i n  Revenue Rul ing 71-99, your 
organizat ion does no t  ass i s t  f ireman t o  perform t h e i r  du t i es  
more e f f i c i e n t l y  dur ing  emergency condi t ions,  thereby 
zcco rnp l i sn ing  a purpose hene f i c : i a l  to t h e  e n t i r e  communGty. 
Your organizat ion has not  demonstrated tha t  i t s  a c t i v i t i e s  are 
lessening the  burdens o f  government. Your organizat ion i s  
merely a  cooperat?ve e n t i t y  whose purchases (benef i ts )  i n u r e  
d i r e c t l y  t o  i t s  membership. Any community bene f i t  i s  i n c i den ta l  
t o  t he  p r i va te  i n t e r e s t s  served. 

I n  add i t i on ,  your A r t i c l e s  o f  Associat ion f a i l  t o  l i m i t  t h e  
organizat ion t o  one o r  mom exempt purposes w i t h i n  the purview 
of sec t ion  50?(c)(3) o f  the Code. Also, your A r t i c l e s  do not  
conta in  a d i s so l u t i on  prov is ion  dedicat ing your assets t o  an 
exempt purpose. Therefore, you do no t  meet the organ iza t iona l  
t e s t  requirements of sec t ion  1 .501(~) (3) -?(b)  o f  the  
Regulations, 

Accordingly, we conclude t h a t  you do not  meet the  requirements 
f o r  exempt s ta tus  under sec t ion  501(c)(3) o f  t he  Code and 
propose t o  deny your request f o r  exemption under t ha t  sec t ion .  

You a re  required t o  f i l e  a taxable r e t u rn  Form 1120 or 1041 w i t h  
the D i s t r i c t  D i rec to r  o f  I n t e rna l  Ravenue Service. Please sand 
the  r e t u r n  t o  the  I n t e rna l  Revenue Service, P.O. Box 1680, 
'Qenoral  Post O f f i ce ,  Brook1 yn, NY 'I '1 202. 

Contr ibut ions made t o  you a re  not deduct ib le  by the  donors as 
cha r i t ab l e  contr ibut ia lns as defined i n  sec t ion  170(cj o f  the  
Code. 

I f  you do no t  agree w i t h  t h i s  determination, you may request a 
Conference w i t h  t h o  Regional D i rec tor  o f  Appeals by p ro tes t i ng  
i n  acco!-dance w i t h  t he  'enclosed i ns t r uc t i ons  w i t h i n  30 days. 

Protests  submitted which do not  contain a17 t h e  documentation 
s ta ted  i n  t h e  i ns t r uc t i ons  w i l l  be returned f o r  comp'lerion. 

If w e  do not hear f rom you w i t h i n  t h a t  r ime t h i s  dererminat ion 
w i l l  be considered f i n a l  end t he  appropr iate Sta te  O f f i c i a l s  
w i l l  be n o t i f i e d .  



I f  you do no t  p ro tes t  t h i s  proposed determinat ion i n  a  t i m a l y  
manner, i t  w i 7 7  be considered by the I n t e r n a l  Revenue Serv ice as 
a  f a i l u r e  t o  exhaust a v a i l a b l e  admin i s t ra t i ve  remedies. Sect ion 
7428(b)(2) o f  the I n t e r n a l  Revenue Code provides i n  p a r t  t h a t  " A  
dec la ra to ry  judgment o r  decree under t h i s  sec t ion  s h a l l  n o t  be 
issued i n  any proceeding unless t h e  Tax Court, the Claims Court, 
o r  t h s  D i s t r i c t  Court o f  t he  Uni ted States f o r  t h e  D i s t r i c t  o f  
Columbia determines t h a t  t he  organ iza t ion  invo lved has exhausted 
admin i s t ra t i ve  remedies a v a i l a b l e  t o  i t  w i t h i n  t h e  I n t e r n a l  
Revenue Service."  

S incere ly  yours, 

D i s t r i c t  D i rec to r  

Enclosure: Pub1 i c a t i o n  892 


